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SUBJECT:CAFIERO MEETING WITH PRESIDENTIAL ADVISER SEIDMAN 

1 . ON SEPTEMBER 2 ECONOMY MINISTER CAFIERO, ACCOMPANIED 
BY AMB. VAZQUEZ AND MESSRS. DI TELLA AND TETTAMANTI, 

CALLED ON MESSRS. SEIDMAN, DUNN, ROSENBLATT AND MS.BROWNELL 
IN THE WHITE HOUSE. AETER BRIEF INTRODUCTORY REMARKS BY 
AMBASSADOR VAZQUEZ, MR. CAEIERO EXPLAINED THAT THE PURPOSE 
OF THE SERIES OE VISITS TO US OFFICIALS WAS TO DESCRIBE 

THE CURRENT ECONOMIC/POLITICAL SITUATION IN ARGENTINA AND 
TO INDICATE THE STEPS THAT HAD BEEN TAKEN TO SOLVE SOME 
PRESSING PROBLEMS. HE ASKED MR. DI TELLA TO PROVIDE 
DETAILS ON THE ECONOMIC SITUATION. 

2. MR. DI TELLA NOTED THAT PROBLEM AREAS COULD BE DIVIDED 
INTO THREE CATEGORIES: FOREIGN SECTOR; FISCAL; AND INFLA- 
TION. AS FAR AS THE FOREIGN SECTOR WAS CONCERNED 
ARGENTINA EACED A SERIOUS ;SHORT-RUN PROBLEM IN ITS BALANCE 
OF PAYMENTS FOR 1975 WHICH WAS NOT A CONSEQUENCE OF LONG- 
TERM DIFEICULTIES. HE NOTED THAT IN 1973 AND 1974 
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ARGENTINA HAD CURRENT ACCOUNT SURPLUSES OF $700 MILLION 
AND $240 MILLION RESPECTIVELY. IN 1974, HOWEVER, SERIOUS 
INFLATIONARY PROBLEMS APPEARED ASSOCIATED WITH THE PRICE 
FREEZE THAT HAD BEEN INSTITUTED AND BY THE FIRST QUARTER 
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OF 1975, THE CURRENT ACCOUNT DEFICIT WAS $955 MILLION. 

ARGENTINA TRIED TO COPE WITH THIS SITUATION BY ADMIN- 
ISTERING A "SHOCK TREATMENT" WHICH TAILED. PRICES 
DOUBLEDIN A TWO-MONTH PERIOD. IN SPITE OE THIS 
FAILURE, THERE WAS A DRAMATIC REVERSAL IN THE CURRENT 
ACCOUNT SITUATION WITH A RESULTANT SMALL SURPLUS IN THE 
SECOND QUARTER. MR. DI TELLA INDICATED THAT HE NOW 
ANTICIPATED A SURPLUS OF $280 MILLION IN THE CURRENT 
ACCOUNT FOR 1976. THIS MORE OPTIMISTIC OUTLOOK IS 
BASED ON THE SUPPOSITION THAT THE RECENTLY INTRODUCED 
CRAWLING PEG WHICH TIES THE EXCHANGE RATE OF THE 
ARGENTINE PESO TO CHANGES IN THE DOMESTIC PRICES WOULD 
BE SUCCESSFUL. 

3. IN THE FISCAL AREA, MR. DI TELLA INDICATED THAT THE 
PUBLIC DEFICIT HAD MOVED FROM ITS HISTORICAL 5 PERCENT 
OF GNP TO ABOUT 1 5 PERCENT FOR THIS YEAR. ARGENTINA 
HAD INTRODUCED SOME TAX REFORMS TO REDUCE THIS DEFICIT 
TO ABOUT 7 PERCENT IN THE SHORT RUN. 

4. THE RATE OF INFLATION IS A LONG-TERM PROBLEM WHICH 
WILL TAKE TIME TO SOLVE. HOWEVER, THE RECENT TREND IS 
IN THE RIGHT DIRECTION MR. DI TELLA NOTED, AND HE WAS 
OPTIMISTIC THAT RECENT POLICY CHANGES WOULD BE HELPFUL 
IN MODERATING THE INFLATION RATE. RECENT MONTHLY RATES 
WERE 50 PERCENT IN JUNE, 35 PERCENT IN JULY, AND SOME 

23 PERCENT IN AUGUST. HE HOPED THAT ARGENTINA WOULD BE 
ABLE TO ACHIEVE AN ANNUAL RATE OF 60 PERCENT FOR 1976, 

VERY HIGH BY US STANDARDS BUT WELL BELOW RECENT 
ARGENTINE EXPERIENCE. MR. CAFIERO THEN MADE SOME REMARKS 
ON THE POLITICAL SITUATION IN WHICH HE NOTED THAT ALL 
SECTORS - LABOR, BUSINESS, MILITARY - OF THE COUNTRY 
WERE UNITED BEHIND THIS EFFORT WHICH GAVE HIM ADDITIONAL 
HOPE THAT THE POLICY CHANGES WOULD BE SUCCESSFUL. 

5. MR. DI TELLA THEN NOTED THAT THE SHORT-RUN NATURE 
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OF THE ARGENTINE BALANCE OF PAYMENTS PROBLEM NOW 
INDICATED THAT THE 1975 DEFICIT WOULD RUN TO $600 MILLION. 

HE THEN INDICATED THAT ARGENTINA HAD REQUESTED 
SECRETARY SIMON TO PROVIDE A TWO-YEAR LOAN TO ARGENTINA 
OF $600 MILLION. HE FELT THIS WOULD CLEARLY BE OF 
SUFFICIENT SIZE AND DURATION TO GET ARGENTINA PAST THE 
CURRENT CRISIS IT NOW FACED. IN SUPPORT OF HIS REQUEST, 

HE ALSO NOTED THAT ARGENTINA HAD PROVIDED SOME 
ASSISTANCE TO THE US IN 1968 AND THAT ARGENTINA HAD 
TRADITIONALLY RUN LARGE TRADE DEFICITS WITH THE US. HE 
ALSO SAID THAT SUCH ACTION BY THE US GOVERNMENT WOULD 
PROVIDE THE NECESSARY CONFIDENCE TO PRIVATE COMMERCIAL 
BANKS IN THE US TO EXTEND ADDITIONAL LOANS TO ARGENTINA. 
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6. MR. DUNN STATED (MR. SEIDMAN WAS CALLED OUT OE THE 
ROOM EARLIER) THAT HE EULLY UNDERSTOOD THE SITUATION 
ARGENTINA FACED, THAT HE FELT THE AMBASSADOR AND 
ECONOMIC MINISTER WERE PROCEEDING SKILLEULLY AND IN A 
PROPER WAY TO MAKE THEIR CASE KNOWN AND THAT SECRETARY 
SIMON AND OTHER TREASURY OEFICIALS CERTAINLY WOULD GIVE 
VERY CAREEUL CONSIDERATION TO THE ARGENTINE REQUEST. 

HE ALSO NOTED THAT MR. SEIDMAN HAD BEEN PLEASED TO 
RECEIVE THE DELEGATION EOR THE PRESIDENT. KISSINGER 
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« END OE DOCUMENT » 
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